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Tax Year 2021
Washington, DC Office Building
Capitalization Rate Study Methodology

Office capitalization rates were derived from arms-length market sales. The stabilized net operating income was derived within the Vision CAMA income
capitalization worksheet. Annual Leasing Reports (Rent Roll) and Income & Expense Statements (I&E), submitted by owners of office buildings in the
District were reviewed and analyzed to determine market rents and expenses for office buildings of various classifications and locations. In addition,
surveys and reports of market rents and expenses from notable commercial real estate publications were reviewed for support of the analysis.

Market rents were applied to the net rentable area of sales properties, with exceptions and/or adjustments to leases with longer remaining terms. Market
vacancy rates were applied to the resulting gross operating income. Market expenses were compared to historical expenses of sales properties to
determine the most appropriate expense deduction. A deduction was also made for reserves to account for upcoming replacement of short-lived building
components which typically do not occur on an annual basis.

Stabilized and trended actual performance of properties is utilized to derive adjustments for income items such as parking, storage, and miscellaneous
income.

All these factors were utilized to derive an estimate of stabilized net operating income for each sale property. The indicated capitalization rate was
calculated for each sale property by dividing the stabilized net operating income by the sale price. The population of sale properties, and their indicated
capitalization rates, were analyzed to determine capitalization rate for office properties for the tax year.

Non-arm'’s length sales or sales without an adequate reported history of income and expenses are not included in the capitalization rate study.
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